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STATE OF ARIZONA
FILED

AUG 2 01996

DEPT. OF INSUHANCE
BY (7

STATE OF ARIZONA

DEFARTMENT OF INSURANCE

In the Matter of ) Dockéeét No. 96a-137
LEGTON INSURANCE COMPANY ; CONSENT ORDER
Respondent. ;
)
Examiners for the Department of Thsurance ( the

"Department”) conducted a market conduct examination of ILegion
Insurance  Company ("Legion"), NAIC #24422. The Report of
Examination of the Market Conduct Affairs of TLegion (the
"Report") alleges that TLegion has violated A.R.S. §§ 20-297,
20-357,  20-400.01, 20-1120, 23-901, and 23-961, and Arizona
Administrative Cnde Rules (A.A.C. R) 4-13-123 and 4-13-127.

Legion wishes wishes to resolve this matter without formal
adjudicative proceadings and agrees to this Consent Order.

The Direcltor enters the following TFindings of Fact and
Conclusions of Taw, which are neither admitted nor denied by
Legion, and the following Orvden,

FINDINGS OF FACT

l. Legion is authorized to tranact property and rcasualty
inemrance in Avizona, including workers' compensation, rursuant
Fnoa Certificabe of Aubthovibty issued by the Diveclor,

2. The FExaminers were authorized by the Director to
conduct an examination of Legion. The on-site portion of the
examination was concluded on June 2, 1995,

2. The National Council on Compensation Insurance ("the
MeEcT™y, a duly-licensed rating organization in Arizona, makes
rate filings on behalf of its members with the Department.
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Workers' Compensation ("WC") insurers are required by statute to
hbelong to a WC rating organization and to adhere to the
organization's filed rates  unlesgs the insurer has filed
deviations from these rates. Legion is a membevr of the NCCI.
Ay reference to Legion's filings, or to its "filed rates and
rules” refers to rates and rules filed with the Department by
Ledgion o1 by the NCCT on its behalf.

4. ILegion filed avnnual lists of dits agents with the
Department on Mavch 2, 1993, February 4, 1994, and TFebruary 9,
1aa%, In each case, Tegion failed to file its list before
January 30 of each year as vecuired by law.

5 The Fxaminers reviewed 32 WC policies with effective
datrs f1om January 4 1992 through March 3l, 1995, and
criticized a total of 27 policy files.

6. Legion dssued WC peolicies not in accordance with its
filings and filings made by the NCCI on its behalf, by:

A, Failing to acguire Aand include the
inteiratateintrastale riask ddentificabion pamber ("Risk 1D #")
on the palicy infoarmation page of aix policies,

h. failing to acgnire and dinclude the employers'
Foderal ddentification mmber ("FEIN") on the policy form page
af twe policiaa,

@, Cailing to include the anmiversary rvating date
{"ARD") endoarsement on one policy which had an ARD other than
the policy incepbion date,

. failing te include the gplit rvates and/or the
splil experience modifiers ("E-mods") used in determining the
premium due in final audit billings of two policies with ARD's.
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= failing to process or endorse Lthe published NCCI
Fo-Mod  factor received =six months into the policy term of one
policy file until three months after receipt.

f. failing to include copies of final audit billings
in the files of four expired policies.

q. issuing Amendatory Fndorsement WCO00318 with one
policy, albthough the endorsementhad previously been withdrawn by
the NCCT.

7 . Legion failed to apply its filed rates and rules in
vating WO policies, by:

A Aapplying a "preliminavy" E-Mod factor instead of
the "actual” final T-Mod factor in determining the final audited
premium of one policy.

b, applying the "preliminary"” E-Mod factor on two
"emtrent” policy files and failing to requeslt or endorse the
"actual"  FE-Mod factor on a timely basis, prior to policy
evpirabion.

o] applying ryabtes other than its filed rvates to
debermine the premium due on one policy.

. Applying minimum preminms other than those filed
wilh tha Dopartment, or calaulated minimam preminm chavges other
Fhan those hased upon ite filed rabes and rules, Fo nine policy
files,

e, applying an incorrect increase limibts charge to
two policy files.

f. applying  "pro-rata" expense constanks on  six

policieas of Jless than 12 months duration.
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. applying an unfiled surcharge endorsement to four
policy files.

h. applying an unfiled premium charge for the Waiver
of Onr Right to Recover from Others FEndorsement to one policy
file.

B failing bto endorvse three WC policy files on which
patrtners  hard  eleclted to  be covered with the NCCI  Sole
Froprietoras, Paviners, Officers and Others Coverage Endorsement
Al Lo charge the proper premium for the endorsement:.

2. Legion bound coverage for three insureds, but failed
to issue the policies within 90 days of the dates that coverage
was houned .,

9. Legion  failed Lo obtain signed rejection forms ov
apply Fxroelusion Fndorsements to two WC policy files.

10. hegion failed to idinclude the Avizona cancellation
endorsement in two WC policy files.

1. Tegion failed teo notify the Industrial Commission of
Arizona  (Fhe "TCOAY™Y  wilhin five days of Jenewing four VWO
policies,

12, The Fxaminers reviewed ten WC policies which had been
cancalled o nen renewsd from Januavy 1, 1993 through November
1, 1924, The FExaminers found thalt Legion had failed to notify
tho TN of the cancellabing or nontrenewal of thiee policies at
Ieast 30 days in advance of the effective date of cancellation

or nonrenewal

13, Tegion writes medical malpractice insurance for a risk
purchasing group of paychiatrists, In their review of Legion's

madical malpractice business, the examiners found that Tegion:
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a. ITssued seven annual master policies from March 1,
1982 through March 1, 1994, which were not filed with the
Departmant, for 994 doctor-yearsa.

b. Failed to file the rates and rules for group
malpractice coverage, which were applied to the above seven
policies, with the Department.

CONCLUSTONS OF LAW

1. Ry failing to file a list of all agents repreesenting
it in Arizona prior to January 30 of 1993, 1994 and 1995, Legion
vionlated AR.S. § 20-297.

2 By issuing policies of workers' compensation insurance
other than in accordance with its filings and filings made by
the MNCCT on its behalf, Legion violated A.R.S. § 20-357(R).

3. By calculating workevs' compensation policy premiums
other than on the basis of its rates and rules filed puruant to
A.R.S. § 20-357(A), Legion violated A.R.S. § 20-400.01(A).

4. Py malking adjusiments to full manmial premium developed
[ worleye! compensaliion policias wi bhont Adecquatle
jnelificatbion  fo Lhe  adjustments, Legion  violated A R.S. 8§
20 400,01 (R) .,

By By failing to issue policies within 90 days of their
e dates, and nob vequesling approval for extengions from the
Nirector, TLegion violated A.R.S. § 20-1120(R).

6. By failing to obtain and maintain <copies of written
notices by employees rejecting WC coverage, Tegion violated

B, § 20-357(F) and A.h0C, BA-13-1231(8).
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7. Ry failing to isaue the Arvivona Cancellation
Fhdorsement  wilh each WC policy, Legion violated A.R.S. §
20-357(R) .

. By failing o endorse certain policy files with the
NCCT  Sole Proprietors', Partners, Officers and Others coverage
endorasement., ancd  failing Fto rate the policies accordingly,
leagion  violated A R.S5. §§ 20-357(E), 20-400.01(A) and (B),

22901 (5)(h), and 23-1041(F)(4).

a . By failing to notify the ICA of policy renewal within
five days of Tthea effective date of renewal, lLegion violated
ALRLOSD§ 20 357(1) and ALALC. RA-13-12T7(N).

10, PRy failing teo notify the ICA of policy cancellalion ov
nomenaewal atb dTeast thivty days prior to the effective date of
cancal lation or nonrenewal, within five days of the effective
dale of renewal, Legion violated A.R.S. § 23-961(T).

11. By failing to file its medical wmalpractice policy
forme, Tegion violated A R.S. § 20-357(K) .

12, Ry failing teo file its medical malpractice rates and
tnles  Tegion vinlated A R.S. § 20-357(A).

13. Py debtermining the premiums of wmedical malpractice
prlicies olher  than on the basis of filed rates and rules,
Tivegion  winlated A RS, § 20-400.01(A). By dasuing medical
malpractice palicies olher than on the hagsis of filed rates and
rles, Legion violated AR.S. § 20-357(F).

14 Gronnds axist for Lthe entry of bthe provision of the

fral Towing Order.
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ORDER

Legion having admitted the juridicti

enler this Order, having waived

the entry of this Onder,

concenbted o

Teann

for delay:

the Notice of

and

of all

workers'

on of the Director Lo

Hearing, having

there being no Jjust

agents representing

calendar year.

compensation

' 1S TERERY ORDERED THAT :
I Tegion shall cease and desist from:
. failing to file a list
il in Arizona prior Lo January 30 of each
o issuing nolicies of
inantranca other than in accordance with i

mace the NMCCT on ilts hehalfl,

hy

o failing to

iasue policies within 90 days

bs filings and filings

of their

hound dates, unless extensions of time are tvequested from the
Divector,

el caleulating workers' compensation policy premiums
obthier than on Lhe basis of ita filed ratea and 1ules.

o maliineg Adjustments to full manial premiums
Aovelopad o1 worhers’ compensabtion policies withoulb adeguate

junatification for the adjosbmenta,
f. failing ta abbain and

nobiceas hy employees

of fadting Loy iaene Fhe

Fnrdaresement with aach WO policy.,

h. failing teo endorse

S le Proprietars!, Partners, Officers

ehdotrsament. when such coverage is vequeste

7

maintain

policy

copies of written

rejecting WC covetradge.

MAviveona Cancallation

files with bthe NCOCT

and  Others coverage

d by the insured.
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i failing to notify the ICA of policy renewal
wilthin five days of the effective date of renewal

. failing tn notify the ICA of policy cancellation
o1 nontvenewal al least thirty days prior to the effective date
of cancellation or nontrenewal .

Iz issuing policies of insurance without having
filed forms, rales and rules for the issuance of such policies.

...z cnleculating insurance premiums, andl issuing
insnrance policies, obher than on the basis of rates and rules
filed with the Director.

2 Within ninety (20) days of this Order's filed date,

Fieggion  shall submit  tn  the Director and inplement written

procadures to
exd aonne] .
which
B
only on the
Aales,
el .
Ao ]l oped o
& 5

emplaoyaes

f.

have heen

haaia

monitbtor Arvizona

use only rates

filed with the
caleulale
of Filad

imane policies

Anctiment ol

inasurance

rales

aclinatments

issued policies Lo

, rating plans an

Depatrtment.,
premiums, and
iles .

Aancl

within 90 days

full

o

incurance policies,

obbain an

imasue  the

cach WC policy.

maintain

Arizona

copies of wri

reajecbing WC coverage .

Cancellation =

ensure that its

rules

ad rating

igsue policies,

[o8 R

Fheir bound

nMnleas extensions of time are approved by the Divecltor,

manual premiums

tten notices

by

ndorsement with
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. endorae policy files with the NCCT Sole

Proprietors, Pairtners, Officers and Others coverage endorsement
when the coverage is regquested by the insured.

h. notify the 1CA of policy renewal within five days
of the effective date of policy renewal.

o notify Fhe TCA of policy cancellation or
nontenaewal at least thirty days prior to the effective date of
cancallation or nonrenewal .

3. Within 60 days of the filed date of this Order, Legion
shall reimburse the policyholders of WC Policies # 1002775 and
2001432, for premium ovevcharges totalling $100, plus interest
Al the rate of ten percent (10%) per anhum calculated from the
dale the preminm was paid by the insured to the date of
repayment to the insured.

A Within 60 days of the filed date of this Order, Legion
shall revise the final audit billing on WC Policies #1003324,
1005147, and 2003324 to apply the corvect ARD, split rate, and
Foomada and vebinn evcess premiums, if any, Lo Fhe insureds with
interest at the rate of ten parcent (10%) per annum calculated
from the date the premium was paid by the insured to the date of

ropaymant bt the insured.

5. Within 60 days of the filed date of this Orvder, lLegion
shall calenlabte  the  final  audil. premiums  on WO FPolicies

Hio1neas, 1012900, 1013817, and 2002775, retain a copy of the
Finnl Aurdib hilling in  each policy file, Al return excess
preminoms, if any, to Lhe insureds with intevest at the rate of

ten peavecent (10%) per annum calculated from the date the premium
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was  paid hy the dinsnured to the date of repayment: to the
inaunred,

A~ Within 60 days of the filed date of this Order, Ledion
ehall reviase the final »aoudits on WC Policies #1005147, 1007186,
10092756, 1008758, 2003324, 2004432, and 3003324, and return
excess premiums, if any, Lo the insureds wilh interest at the
rate of bten percent (10%) per annum calculated from the date the
premium was paid by the insured bto the date of rvepayment to the
inanvead,

7 - Within 20 days of the filed date of this Order, Legion
shall conduct a aelfl-avdit »nf dts WO policy files nobk previously
rteviayaed by the Examiners wilh effective dates from January 1,
1922 Fhrongh the filed datbte of +this Ovder which the Fxaminers
did not yeview, to determine compliance with the issues, laws
andd  regulations referved to in the above Findings of Fact,
Conclunsions of lLaw, and Order. Legion shall include in the
self oandil all policies other than those written throuah VCOW,
Tnee. . and 25 of  the palicies wribtbten through YVOW, Inc., which
ahall be randomly aselecked by a method to be approverd by the
Nireckor, Legion shall refund bthe excess premivms charged, if
any,  bto the inenyeds wilh dinberest at bthe rate of ten percent
(107%) per annom calaulalbed from the date the premiome were paid
by The inanreds 1o Ihe date of trepaymenlt to the insurveds.

S Fach  payment  veferred to in  Paragraphs #3.7  above
shall he accompanied by a leltter acceptable to the Divector. A
lisl of payments, qgiving the name and address of each party
paid, the amount of the overcharge, the amount of intervest paid,
and Ihe dalbe of paywment, shall be furnished to the Market

10
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Conduct Examination Division of the ADOI within 75 days of the
filed date of this Order.

9. The Department shall be permitted, through authorized
representatives, to wverify that Legion has fully complied with
all requirements of this Order.

10. Legion shall pay a civil penalty of $5,000 to the
Director for remission to the State Treasurer for deposit in the
State General Fund in accordance with A.R.S. §20-220(B). The
civil penalty shall be provided to the Market Conduct
Examination Division of the Department prior to the filing of
this Order.

11. The June 2, 1995 Report of Examination, and the letter
of objection to the Report filed by Legion, shall be filed with
the Department after this Order ;jtissued.

DATED at Phoenix, Arizona this;z

day of
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CONSENT TO ORDER

1 Respondent Tegion Tnsurance Company has reviewed the
attached Consent Order.

2 Respondent is aware of its right to a hearing at which
hearing it may be vepresented by counsel, present evidence and
cross-examine wibtnesses. Respondent has irrevocably waived its
right both to demand a public hearing and to seelt judicial
review of this Ovder.

3. Pespondent admits the jurisdiction of the Divector of
Insnrance, State of Avizona, and consents Lo the entry of this
Conasent Order.

A Respondenlt states that no promise of any kind or
natunre whaltsoauver was made to it to induce it to enter into this
Ovder and that it has entered into this Order voluntarily.
2 Respondent acknowledges that the acceptance of this
Order by the Divector of Insurance, State of Arizona, is solely
to sebtle this matter against it and deoes uot preclude any other
noeney a1 aflficrery of Fhia sbate or subdiviasion bthereof f{ironm
inatitubing obher civil orv criminal proceedings as may be
Aappropriate now or in the fubture.

i ANDREW S. WALSH , who holds the office

nf SENIOR VICE PRESIDENT of Legion Tnsurance Company, is

atbharized o enter into this Ordetr for and on its behalf.

ILEGTON TNSURANCE COMPANY

3610 v (e Sdd

(Pate) S, Vice rresidend
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COPY of the foregoing mailed/delivered
this 20th day of August , 1996, to:

Charles R. Cohen

Deputy Director
Gregory Y. Harris

Executive Assistant Director
Lewis D. Kowal

Chief Administrative Law Judge
Erin H. Klug

Chief Market Conduct Examiner
Saul R. Saulson

Examinations Supervisor

Market Conduct Examinations Division
Mary Butterfield

Assistant Director

Life & Health Division
Deloris E. Williamson

Assistant Director

Rates & Regulations Division
Gary Torticill

Assistant Director and Chief Financial Examiner

Corporate & Financial Affairs Division
Cathy O'Neil

Assistant Director

Consumer Services Division
John Gagne

Assistant Director

Investigations Division
John King

Fraud Unit Chief
Dean Ehler

Supervisor

Property and Casualty Section

DEFARTMENT OF INSURANCE
2910 North 44th Street, Suite 210
Phoenix, AZ 85018

Andrew S. Walsh

Senior Vice President and Ceneral Counsel
Legion Insurance Company

One Liberty Place

1650 Market Street, Suite 2200
Philadelphia, Pennsylvania 19103-7301

(44&/% /Ak)Céé«?Zzu) 'M,ﬁf%
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